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SUPPLEMENT TO REPLY

Integrated Systems and Internet Solutions, Inc. ("ISIS
2000") hereby files this supplement to its Reply to
Oppositions filed April 27, 1998 ("Reply"), in the above-
referenced proceeding. This supplement is being filed to
provide the Commission with additional information which has
just come to the attention of counsel for ISIS 2000
supporting the findings of the study "Economic Analysis of
Education Networks of America" undertaken by Rampart
Associates, Inc. ("Stapleton Analysis"), included in the
Reply.

In response to the Stapleton Analysis, the President of
Education Networks of America ("ENA"), Mr. Al Ganier, has
been quoted as follows in an article appearing in
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Nashville's daily newspaper, The Tennessean, on April 29,

1998:

You can hire an investment banker to give you
any evaluation that you want . . . I don't
find it a credible assessment.’

Contrary to Mr. Ganier's protestations, a pre-bid
Investment Proposal circulated by ENA confirms the essential
conclusions of the Stapleton Analysis in several key
respects. Attachment X is a copy of a document dated
December 4, 1997, entitled "Investment Proposal"
(hereinafter "Proposal"), prepared by ENA for the purpose of
soliciting investors, including ISIS 2000.° It was supplied

to ISIS 2000 around the time of its original circulation and

! See Attachment W, The Tennessean article dated April 29, 1998. For
background purposes, we have included in chronological order all
articles relevant to this proceeding which have appeared in The
Tennessean since ISIS 2000’s Objection was filed on April 6, 1998.
Consistent with ISIS 2000's April 27, 1998 Reply, documentary
designations continuing from the last-used Attachment designation will
be used to avoid confusion.

? Throughout the Proposal, Mr. Ganier describes ISIS 2000 as an
"affiliate, " "partner" and "shareholder" of ENA. For clarification
purposes, ISIS 2000 was never asked by any representative of ENA, in
writing or otherwise, if it could be referenced in this Proposal in this
manner, nor did ISIS 2000 ever give permission to be referenced as such.
Previous to the Department’s RFP, ISIS 2000 was approached by Mr. Ganier
on several occasions, and discussed the possibility of partnering with
ENA with respect to bidding on the Department’s RFP, but was never
provided a written proposal by ENA. ISIS 2000 determined not to
participate with ENA for the following reasons:

1) None of the other proposed "partners" had acceptable financial
qualifications from ISIS 2000’'s point of view, including ENA;

2) ISIS 2000 fundamentally disagreed with ENA’s approach to FCC
rules regarding ENA’s proposal to purchase the state’s network
and obtaining USF funding for ineligible equipment and
services; and



recently noted in reviewing file material pertaining to the
matter.

First, ENA's Proposal confirms its basic scheme to fund
the capital cost for the construction of a private statewide
commercial telecommunications network that would ultimately
serve many users solely from USF and state public funds.

The Investment Proposal states:
ENA expects to make a reasonable profit from the
design, installation and operation of the network (See

Pro Forma). This proforma only shows a possible

revenue stream from a single state contract. Much of

the overhead of a national company is not included in

the model. Additional contracts should have a much
higher margin.

ENT expects to add more users such as private
schools, health care providers, and also additional
services for all users will be added . . . (emphasis
added)

These new services and users could more than
double the revenue potential of any network that is
built originally for schools. (emphasis added) The
incremental cost to add more users and services should
provide excellent margins since competitors will have
to duplicate many of ENT's systems just to meet its
standard level of service.’

Second, the Proposal confirms the Stapleton Analysis'
estimated range of marketplace value for the network of from
$60 to $160 million. This estimate was based on a projected
annual revenue stream of $20,000,000 from the Department's
contract alone, which is somewhat lower than that projected

($23,000,000) in the ENA Proposal. See Attachment X, p. 11.

3) ISIS 2000 fundamentally disagreed with ENA’s technical approach
for implementing the Department’'s network.

’ Attachment X, p. 5. (Note: These page numbers have been added by ISIS
2000 counsel for ease of reference.)



Third, as indicated above, the Proposal confirms the
conclusions of the Stapleton Analysis with respect to the
resulting superior competitive position and ability to
secure "excellent margins” (Attachment X, p. 5) ENA will
obtain with respect to other customers due to its ability to

fund all capital costs of the network from public funds from

the one Department contract.

Fourth, the ENA Proposal anticipated the purchase of

the existing ConnecTEN state network in a wash transaction

even before the Department's RFP was written. As stated in

the Proposal:

ENA's contract approach should permit 100% of
state expenditures to qualify for FCC funds. ($5
million of state funds with FCC funds of $10 million
provide $15 million for the state network annually.

State funds for additional matching dollars will be

available through the sale of existing network that may

become surplus property by new network design.)

(emphasis added) (Attachment X, p. 4)

Similarly, under the section "Highlights of the Proposed

Contract," the Proposal states:

The current state expenditures for the existing
network combined with additional resources from the
sale of the existing network, matched with FCC funds,
will pay the cost of the expanded network and its

ongoing operation.

Also attached to this supplement is an updated version
of Attachment U of ISIS 2000's Reply to Oppositions
(attached hereto as Attachment Y). This is an updated copy
of BellSouth's price proposal to ISIS 2000 for T-1 lines
which was received on Monday, April 27, 1998, after ISIS

2000 had already filed the Reply. The cost estimates for T-



1 service from BellSouth contained in the updated proposal

are the same as those in Attachment U of the Reply.

Conclugion

ISIS 2000 respectfully requests that the Commission
consider the foregoing additional information in its

examination of issues in the above-referenced proceeding.

Respectfully Submitted,

INTEGRATED SYSTEMS AND
INTERNET SOLUTE?NS, INC.
) NS

- -
By: %WWAX - ZC]&-&VQM

Ramsey//L. Woodworth

frotns 7~

Rudolph J. Geist

WILKES, ARTIS, HEDRICK & LANE,
Chartered

1666 K Street, N.W. Suite 1100

Washington, D.C. 20006

(202) 457-7800

Its Attorneys

May 1, 1998
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16:20 FROM.

Under

WILRES ARTIS HEDRICK 1D

penalty of perjury, Jetfrey Hustad hereby states

as followg:

1. 1 am Chief Technical Officer of ISIS 2000,
™c.
2. T have read the foregoing "Supplement to

Reply, " dated May 1, 1998, which I understand is
to be filed with the Federal Communications
Commission.

3. The facis contained therein are true and
correct .

Jdffdey Hustad

May 1, 1998
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*Net contractor

stands to gain

By PENNY BENDER
Tennesyean Washingian Bureau
WASHINGTON — The Tennes
see Department of Education will
ask the federal government today
t0 cough up $49 million o expand
the state's. classroom Internet net-
WOrk.
o three years, that completed
getwork could link as many as

100,000 classroom computers to cy--

berspace, but
would no longer
belong to the
state. It would
be owned and
controlied by a
small private
company head-
ed by Al Gan
jer, a close
friend of Gov.
Don Sundquist. GAMNIER

Ganier's Education Networks of
America was delected bY the state
Education - Department to expand
the electrical pathway to link Ten-
pessee children with millions of
Web pages worldwide, but the ques-

millions in deal
Lo FECENGLGRY . L
tion of the state having to sell its

petwork to a private company is the
eux of a growing controversy in
Washington. +

The question is whether the state

is required to sell its network — the -

wires, routers and other connectors
that link schools with each other
and with the Internet — in order to
quality for federal doilars.’

The Teunessee Department of
Educatwnme says that is the effect of

State Education Commissioner
Jane Walters said her agency iS
simply following the regulations of
the Federal Communications Com-
mission for a new program called
the “erate™ fund,

- The fund has about $2.25 billion
to spread natienwide on school sys-
tems, libraries and even consor-
tiums of medical service providers
to expand Internet access, especial-
ly to childrer. The application dead-

# Turn to PAGE 2A, Column 3
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State’ seeking $49 million for Internet

FROM PAGF 1A

ﬁnetorthosemnch’smidumto-
night, and some 40,000 entities are
to apply -

. The “evate” program is part of .

the massive telecommunications

overhaul passed by Congress in -

1996 ang is designed so that schools

and libraries can buy. Internet ser

vices at a discounted rate. Congress
wanted to avoid creating state-
owned telephone companies and In-
ternet providers, $o it requires that
the e-rate money go to private con-
fractors -- not siate agencies,
The result, say critics of the pro-
msahkﬂywmdmutorzdum—
tion Networks of America. -
ENA, Ganier’s company, would
take control of the¢ state petwork
and lease it back to the state, ao-
’eordmgwmswinnmmdnmpoal.
Buying the Department of Educa-

ENA’ competitor, ISIS 2000

ISIS lost its bid o run Tennes
see's ever it could
get federal funds 3 is0 to complete

the system, but Geist said a major . proach
difference between the 1SIS bid and
ENA%xsthatIS!Swouldnotuwn

alleging

the state's computer network in an
atempi to defraud the governmient.
An FCC review is pending.

ENA’s bid says it would cost $74.3
million 10 build and run the system,
mnunionmmmanthelﬂszooo
propocal. ENA's bid included an of-
fer to purchase the state network’s
routers for $7.5 million. ENA would

sell the network's services back 1o -

the state for $7.9 million, even as
the company mvests ancther $13
million into upgrading the network.

1SIS proposed a $51.3 million con-
fract, offering t0 buy the schools’
network routers for “salvage value”
of $285,400, replacing them with
gtate-of-the-art

Ganier counters that his proposal

" i8 in the best intérest of Tennessee

children and the state,

- children at least three hours of In-

ternet access a week and paying
the state what its network js worth.
“The -state of Tenmes< e's ap-

-ies,” said Don

is significantiy cheaper than
it edch individual School had tried
to get the same level of service™
n-omanlnmmdermchas

“will debate a larger issue: Was the

intent of the erate program (o
farce state entities to sefl their net-
works to profit-making firms?

The FCC and the Schools and
Libraries Corp.. the nonprofit group
that will award the erate granis
declined to comment.

But Capitol Hill legislative aides
say lawmakers cxitical of the e-rate
program’s funding will be watching
the Tennessee case carefully.

“The intent fof the telecommuni-
cations act] was to provide atford-
able access to schools and Librar-
Meyer, spokesman
{or Sen Olympia Snowe, R-Maine,
who sponsored the erate program.

“Nothing i the legislation deals”
with the ENA situation, he said. “It
is up to the FCC and the Schools
and Libraries Gorp. to decide
whether this case stays within the
intent of the law."W, 7
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et link”'
in schools

faces delay

FCC complaint
filed against state

By PENNY BENDER
Tennessean Wushingion Buresu

WASHINGTON —~— Adding es
many as 100,000 computers to the
Tennessce Educstion Department’s
Internet network could take tonger
than expactad because of a com-
plaint against the state filed with
the Federal Communications Com-
mission.

The compilaint, flled by a losing
hidder for the Tennessee project,
could trigger an audit of the state's
application to the Schaols and Li-
braries Corp.

Tennemser is seeking $49 miilion
from the federsl “e-rate” progam,
8 $2.25 billion fund set up to in-
crease Intarnet access in achoals
and \ibraries natonwide. It Tiled its
application Tuesday night and is
onc of as many as 40,000 organiza-
tions seeking s plece of the pic.

“We don't know what Tennessee
has submitted yet,” said Jodie Buen-
ning, spokesman for the Schools
and Libraries Corp., the quasi-feder-
al organization that s overseezing
the e-raile program. ‘

Appilcations that may “fudge the
rules ... run the risk of being
flagged” faor an audit, she sald.

ith a limited pot nf money RO
ing to schools and librarles who get
in llne tirs, Tennessee could be
shut sut this year if it gets pulted
our of line because of ah audit,

The unsuccessful bldder alleges
Tennamee infiated its propossl for
federal tunding for Intemet expan-
sion and the gmte's application calls
for selling its existing computer net-

waork to Education Nerworks of-

America and leasing services from
the company ance the network up-
grade is compleied.

The last hidder, an Arizona
company called ISIS 2000, is pro-
testing the ENA contract and alleg-
es that ENA, owned by a longtime
friend of Gov. Don Sundquis, inflat-
ed irs proposal 1o gquality for more
federal doliars.

The FPCC is wailing for a response
from Tennessee. The state has untit
April 20 to answer. 1SIS 2000 then
has five more days (0 respond (o
Tennetsea. The commlismion can
take as long as {t wants (o sertie the
matter, a apokesman said.

Nelther the FCC nor the Schools
and Libraries Corp. will comment

on Tannemon's proposal to sell its -

network, but documentis provided to
schools and libraries applying for
grants Indicate state-owned net-
works cant get federal money,

1S1S 2000 “is uying to completely
destroy Tennessee’s opportupity to
participate in the erate program,”
sald Al Ganier, Sundquist’s friend
and president o! ENA.

Education Commissioner Jane
Walters acknowledged the possibill-
ity that the FCC complaint could
hurt the state's chances.

“I have to trust the PCC will da
what (s appropriate,” she said. B

3
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.. State says company

simply offered best
Al Ganier offered ;
e best intemet
service for public
schools for the
, Say stase
ials in defense
of their $74.3 mi-
fion contract with
Ganier's Educa-
ton Networks of -
America. The los-
ing biddor fled a

GANIER
complaint with the FCC. On 18.
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CrlthS‘ Schools can fall prey to Intarnet fraud

“"'!UD-R TAWU DOTLREE > >

SMMINATS, Iree menls and software, They
even help apply for federal woncy 0

e SYRem.

With the aroma of $2.29 dllllon It the
ar, It s X iging hal compamies
il go to those ] 10 1D into some
of the moncy payitg for e Internet
hook-ps.

“Tts like warching pigs in 3 Gough,”
=i Roa Wakisg president of Informa-

ton Symems by Design Inc. » smail
Masachusetts company that develops
computer systems for sthools snd omr
paries

s frm 5 one of many sseking Qe
fanding, but he remaims critea! of Wme
because, be said, it burst inw

being WiR very lze tought.
“There is 5o much potential for waste.
Vendots se=e the green, and e schools

. sme gemting samething for free”

Tennessee is among hundreds of ap-

pliants for grant from e $2.23 billion
par IU® mking for $49 million o cover
mormmoﬂm million

ar i pratsed by Vice President Al Gore
ard others a5 a Way o bring the Internet

P et
;hnloPACEZ&Calml
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Critics: Schools can fall prey to ’Net fraud

io
\Uwse with ife teast aocess — chik
dren of loner cites and rural com-
munities.

More than 3,000 schools and B-
braries have applied for e-rote dis-
counts. Qualified libravies and
schools will eceive apywhere from
20% to 90% off the cost of cornput-
ex networking servioes, depending
on the oommunity's paverty rale.
The companies will gel (be NH
prioe — the disoount ks pald for by
\he povernment

Dozens of small companies bave
emecged sisoe Coagress passed the
Telecommunications Act of 1996,
antd competition oy e-rate contracts
s fievoe.

For example, two new small
firms, 1S1S 2000 of Arizona and E4
ocation Netwosks of Americs, a

Tennessee company, bid for a coo-
tract (o provide Imerned service to
1,569 schools In Termessee

ENA won, and JSIS 7000 flled 2
protest with the Federal Communi-
cations Commission efleging fand
in the way the erste calculated.

The contract cafls for ENA to
by the sialey compuler network
and with the 349 milllon from the
federsl fund expand the system_ Af-
terward, ENA winds up with » vahi-
able bl private laternet service
comgnny. Toe case [s under review
by the FCC,

State Degartment of Education
ofticiats defend the stale’s detision
lo hire ENA 2 company asmed by
a lorgtime friend of Gov. Dan Sand

bt

Officlaly ssy Al Ganles offered
e best segvice for the money and
asked the FCC to throw oul the ISIS
200 compiaint

The pool of maney for evele dis-

counts, capped at $223 billlvo this
year, comes from fees peld by ev-
ery telephane user [n the natioa

Whel worries some in the lndus-
Ty I8 lhe way tbe money will be
dished wt oot (o the sohools and
fitraries, Sut dlrecdly o Internet
service providers

So when glanty of the industry,
Microsalt and Dell, say in 8 presy
relcase (hat they want %o help
schocls reap benefiix of evale dis-
counts™ st 10 semiours ibey are
hosting maticawide this month, i &
thelr awn flrms thet stand to galn.

To sweeten the pot, the oompa-
nled plan to give a Dell Lativade CP
nadebook to a participant at each
seaunar.

Repressaintives from Microsoft
amd Dell were ot avalatie (o dis
cuss Lhelr serninars and sales pitch,
corpany spokesmen said

"Telocommuaications campanies

e -

made quile certain that the money
would flow 4 o them,* sabd
Andrew Biau of the Bervon Fousda-
tion, & Bonprofit grovp that welo
make technology aveliatie D com
munitles of all economic bruckets
When the Telecommunications

make suge there would be a pro-
gram lo wire schools and Hbwarles
but thal they would be paid the
fullsmésket rale for this program.®
It isaY jugt the Jargest cormpasies
seching a plece of b2 fedeml pie.
Schools, Ubrarics and some com-
puter veodars say examples ot pos-
sible abuse of the program Include:
® An Intemned seqvice provider
(bat used “eqate” in #s Wed page
address, leaving llbrarles =nd
schools with the Impression it was
e goverranent of ton tahing
ont# -applicatiors- The Wed page
hay since teen yulled off e Loter-

Te

net

® A telecommwnications compa-
ny ndiering o file sppiications for
mhools and Hbmarles, promising e
kavrey rafe for Intermed service It
they do.

@ Service providers and other re-
Inted (echmology Roms providiog
snell schools with contyects thet
contalin hidden costs and wneces
sary technalogy, such es a §10.002
“frewall,” a computer that profects
nefworks frm hackers on (e In-
ternel

ira Fshman, chlef executive ol
cer of the Schools amd Libraries
Corp, wiich oversers he eqale
program, Sald many safeguerds (b
stop freud from comrring are ln
place.

Applicants must dnf techmology
plan, put companlies through a bid
ding provess asd certlly thet (be
company has the piooey lo pay It

shage of the projedts

fn additiom, & varbety of state go'r
ermmmaniy irade and nongrafit arga-
nkzmions have oflered assistance t
schouls and librasies wilh (itthe tech-
sologjcad expetience.

“Weve henrd there has been a
Int of presure” (s sign Contracs
sald Lynne Bradiey, deputy exerv-
tive direckor of the American L4
brary Aswoclstions Wasdington of
foe.

“We are telling people, 'Dan’
sign longterm contrects, not onles
Its whal you meed; ™ Bradley said
=I'm not going to say thls sysiem &
pecfect, bt there’s a (ot of lacen
dve to & the right Qing” -

Plau of the Bepicn Foundatim

agroed

“The fact thal (here are unscre
putoans Imteroed providers shonid no
detract from 8 very Importand [
gum that Corgress vald was a r¢
tonal griosity." &
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State’s losing bidder
challenging schools’
Internet access choice

By PENNY BENDER
CCINcan Barcow
WASHINGTON — As Vice Presi-

dent Al Gorelouted the Internet as

a classroom tool yesterday, his

homesmeo(_'!‘mm faced an-

other hurdle in it efforts to in- ing
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Fdocation Netwaorbks of ymerie:

Investment Proposal

This proposal is for qualified investors only.

For more information, contact:
Al Ganier ITI, President
615.429.5158
partner@nc5.infi.net
( 1274/91




OVERVIEW

The Internct for general public use is approximately 3 years old. The
advent of Netscapc and other similar browsers has made the world’s libraries,
muscums and data bases available to individuals and schools over a network that
previously had been only available to a few government and university users.

While deregulating the Telecommunications Industry Congress mandated
that $2.2 Billion dollars annually be provided by telephone companies to assist
in the connection of schools and libraries to the Internet. The Federal
Communications Commission is managing these funds. The average state’s
share of these funds is $40 miilion. An additional $400 million is available
nationally to assist in the connection of rural health care providers.

Education Networks of America (ENA formerly Technology Partner) with its subsidiaries
provides high-speed, reliable data network and Internet services to schools and libraries. ENA under
contract with the State of Tennessee designed and built in one year a network (connection) which
now connects more than 40,000 computers in 1800 locations to the Internet. ENA’s affiliate ISIS
2000 currently manages the Tennessee ConnecTen Network. Al Ganier, CEO of ENA also founded
Connect Tennessee Students a not for profit corporation where he raised more that $3,000,000 in
cash, goods and scrvices to supplement state funds to make this network possible.

The govemnor of Tennessee has proposed in his State of the State address that this network
should grow to the point that every child has three hours per weck of Internet access. This means
that more than 90,000 Internet connected computers will be required. In its effort to dramatically
expand its network capacity, Tennessee will be issuing a Request for Proposal. ENT, its afTiliates
and sub-contractors propose to purchase, expand and manage the Tennessee K-12 Education
Network. The scope of a three-year service contract will be approximately $60 million.

ENA will use this base of proven experience to expand its services into other states or large
school districts. ENA will grow its revenues as a prime contractor or bidding as a sub-contractor in
areas that others have a distinct advantage of local contacts. A number of providers of hardware
and telecommunications services have indicated a need for a partner to make a complete proposal in
areas where they have distinct market advantages. For example a major health care provider may
contract with ENA to build a network for health care providers in rural areas. A Bell corpany
wmight use our services to build an education network to keep other competitors from establishing a
regional network that might be a competitor for high value commercial services.



Education Networks of America is seeking investors to provide $2 million of working
capital for the initial stages of two contracts. Approximately $150,000 of expenses is expected
during the bid stages of the Tennessee contract. The balance of the initial equity is to provide a
credible balance sheet, funds for additional contract bids and working capital for the first two
contracts won. Credit lines and Equipment leasing will be uscd to fund the major expenditures
nccessary for the operational aspects of contracts. The initial funds will be used for staff, office
expenses, professional and engineering services, presentation materials and travel. The credit lines
will be used to manage cash flow requirements. The investors will own equity in ENA, which will
acquire and develop networks through subsidiaries such as Education Network of Tennessee, in
cooperation with companies that have proven expertise in their geographic region.

This local expertise will be supplemented with ENA’s technical, business and financial
resources. ENA is currently engaged in the exploratory stages of securing contracts in other states
to design and build statewide networks for schools, libraries and health care (the Tennessee
network as currently structured does not serve health care providers). For example, ENA has made
the initial presentation to the Texas Infrastructurc Board that is responsible for $150 million in
annual funds to provide these services in Texas. The Texas contract could be more than$200
million per ycar when local funds are combined with FCC matching funds (see copy of Texas
presentation).

New lunds Available to Drive This Industry

ENA is uniquely positioned to meet a demand that is being accelerated by the availability
of new funds for Internet access. The following are examples of new resources targeted to pay for
Internet access for schools:

1. $2.2 billion per year from the Universal Internet Service Funds (FCC) to build Iptcr_net
services for K-12 education and libraries. (Section 254(h) of the Telecommunications
Act of 96 or the Snow-Rockefeller Amendment) (available January 1, 1998)

2. $400 million (FCC) per year for Internet services for healthcare. (available January
1,1998,)

3. $400 million per ycar from Medicare for rural healthcare providers. (available 1998)

4, $500 million from the U.S. Department of Education for Technology Literacy Grants.
(Available now)

5. New appropriations from state and local governments to meet the demand for Intemnet
services.

These funds will accelerate the already rapid spread of Internet services for schools, libraries and
healthcare.



EXISTING TeENNESSEE NETWORK

The Tennessee K-12 Education Network is an Intranet that was developed by private
companies under contract with the State of Tennessee. It provides students with access to the
Internet and has rapidly evolved into an administrative working tool with the Department of
Education, local school districts and their schools. For instance, 1100 grant applications were filed
dircctly by the schools over the Internet to the Departruent of Education. This compares to fewer
than 200 in the previous year via a paper application process.

Some of the administrative uses include:

*Grant applications-e.g. , 1100 grant applications were filed directly by the schools over
the Internet to the Department of Education. This compares to fewer than 200 in the previous year
via a paper application process.

s student attendance records

e federal vocational training data

* registration for continuing cducation.

Jane Walters, Commissioner of Education; Jackie Shrago, Board of Regents vice-
chancellor; and Al Ganier, President of Education Networks of America led the development of
this network. (ENA provided design, installation and development of services for the current
nctwork). Although this network is little more than a year old, it connects all of the K-12 Schools
to the Internet, Forty thousand computers in these schools provide student access to the world’s
libraries, museums and databases. The network is currently managed from a central location by
ISIS 2000 - Integrated Systems and Internet Solutions, Inc., an affiliate of ENA and a shareholder
of Educational Network of Tennessee, a subsidiary of ENA. ISIS 2000 was located by ENA after a
National scarch and brought to Tennessee to provide on going management for the Tennessce
network.,

The network has dramatically outgrown its original design expectations. The original
expectation was to have 7,500 computers connected in the first year. However, the ease of
connecting additional computers through softwarc and network strategies provided by the
principals of ENA made it possible to connect 40,000 computers to the Internet. The state is
seeking ways to continue expanding the network while improving network efficiencies w1thm its
budget limits. It has requested input for the development of an RFI (Request for Information - copy
attached) which will lead to an RFP (Request for Proposal). ENT has been invited to participate in
this process. ENT will be the prime bidding contractor in concert with teaming partners that are
currently providing the majority of services necessary to manage, operate, and upgrade the
network.

ENT AND ITS TEAMING PARTNERS

The members of the consortium of teaming partners proposing the Tennessee project are:

« Education Networks of America (formerly chlmolog_y Partne_r) _ -
Contracted by the state of Tennessee to provide the initial design, installation of the
network and outsourcing of its management. ENA will be the prime contractor.



«  BellSouth and twenty-five other Tennessee telephone companies (Vendors only)
Provides the network tclecommuanications lines, including access to the Internet via
BellSouth.net.

« ISIS 2000 *
Current provider to state of Tennessce of all Help Desk services and electronic
management of the Network. ISIS will continue to provide these services and
enginccring work for the expanded network.
*Shareholder of ENT

» ISDN Net
One of Tennessee’s largest providers of business Internet services, with more
than 600 business customers and thirty-one Internct Service Providers that rely
on ISDN to provide full Internet access, will provide engineering and
installation of complex services.

Other sub-contractors such as wiring veadors will be utilized for the installation of
expanded network scrvices.

NATIONAL PERSPECTIVE '
]

The McKinsey & Company study for the Fedcral Government estimates that the cost of
accomplishing the initial connection of all classrooms to the Internet will exceed $46 billion, with
an additional $13 billion per year in ongoing costs. Beginning in 1998, the FCC will provide $2.2
billion nationally cach year to supplement the development of educational and health care
networks.

For example it is estimated that for every qualified $3 dollars Tennessee spends, the FCC
will pay approximately $2 of the $3. Currently Tennessee is spending $5 million annually of which
approximately $3.5 million may qualify for matching funds. ENA’s contract approach should
permit 100% of state expenditures to qualify for FCC funds. (35 million of state funds with FCC
funds of $10 million provide $15 million for the state network annually. State funds for additional
matching dollars will be available through the sale of the existing network that may become
surplus property by new network design.)

States and local school systems are investing significant funds for the work of connectigg
its students to the Internet. Due to the rapidly changing technology, most governments are looking
for solutions from outside contractors with experience. Tennessee and other states are in the
business of providing education— not Internet access and related network services.



WHAT’s UNIQUE ABOUT ENA?

ENA and its subsidiary are made up of the parties that designed, installed and are currently
managing the largest and most cost-effective education network in the United States. This network
is a working demonstration of the company’s capacity to deliver and manage a sought after service.
The management team consists of highly skilled individuals who have been on the leading edge of
remote, distributed network development for years, even before the expansion of the Internet.

HIGHLIGHTS OF THE PROPOSED CONTRACT

* The current state expenditures for the existing network combined with additional
resources from the sale of the existing network, matched with FCC funds, will pay
‘the cost of the expanded network and its ongoing operation.

+ Additional revenue opportunities for ENT services are enhanced by the availability of
Technology Literacy Grants and other technology expenditures. Included in the bid will
be a menu of available services that may be purchased by local school districts or the
state should additional funds become available.

* The contract should cxceed $60 million over the next three years.

* A middle net strategy, which is a combination of, increased bandwidth, new routers,
caching, and updated software will be proposed to meet the demand of each school.

+ To the extent any school, healthcare provider, or library wishes to have additional
scrvices other than what the state contract provides, it can contract separately with ENT
* for these. .

REVENUE

ENA expects to make a reasonable profit from the design, installation and operation of the
network (See Pro Forma). This proforma only shows a possible revenuc stream from a single state
contract. Much of the overhead of a national company is included in the model. Additional
contracts should have a much higher margin.

ENT expects to add more users such as private schools, health care providers, and also

additional scrvices for all users will be added such as:

*In school wiring

*Educational contcnt

* Software

*Hardware

*Training

*Remote school /network management

) . These new services and users could more than double the revenue potential of any

network that is built originally for schools. The incremental cost to add more users and services
should provide excellent margins since competitors will have to duplicate many of ENT’s systems
just to meet its standard level of service. .



USE OF FUNDS

ENA requires an infusion of capital to cover the costs of making the bid to the state of
Tennessee through ENT (Education Network of Tennessee- a subsidiary). The majority of the
funding will be required to provide sufficient resources to meet the requirements of the contract.
The bid and negotiation period is expected to take three months and cost approximately $150,000.
A contract decision should be made as early as March 1998, The funds will be used for expanded
staff, office expenses, professional and engineering services, presentation materials.and travel. If
the contract is won then equity, leasing and credit lines will be used to meet cash flow management
in the early stage of the contract. Additional funds will be used to fully develop staff and to pursue
other contracts in states such as Texas and large school districts.

SuMMARY

ENA has the experience and market position in a rapidly expanding industry to become a
national leader in the provision of network services for the education, rural health care, and libraries
of America. This market has historically lagged behind other industry groups’ adoption of
communications technology. National policy makers are universally in favor of accelerating student
access to the Internet. Legislation has been passed on a non-partisan basis to provide billions of
dollars for this business.

ENA and its affiliates are responsible for the largest and most advanced Internet access
cducation network in the US. The urgency created by a combination of new funds and the first-
come-first-serve nature of these funds positions a company such as ENA that has deployed a
statewide network in less than one year, to bid for additional business. This strategic advantage with
additional capital will permit ENA to grow rapidly and profitably.
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Mission:

Conncct Tennessee Studeuts is a program that elevates and levels the learning ticld for each student in Tennessee. It's designed
10 make cvery youngster in Tenncssce schools a citizen of the global cornmunity through access to the World Wide Web.

To lear more about how Conncet Teanessce Students affects you - or how vou can positively affect the futures of thousands of Tennessee

schoolchildren - contact;
Al Ganier, presldent, Conunect Tennessee Students
By Mail: Suite 103-218
73 White Bridge Road, Nashville, TN 37205

Email Address: partnc’r@ncs.inﬁ‘uct

In person or deliveries: ATTN: Al Gaaier, ¢/o Commissioncr JancWalters. Tennessee Department of Education. 6th Floor,
710 James RobertsuonParkway, Nashville, TN 37243-0375. (615) 741-2731, FAX: (615) 741-6230.
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Connget Tennessec Students is a not-for-profit corporation working in parmership with state government and private business to bring the educational benefits
of comptiter technology into the Tcanessee classroom.
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Campus
The Microsoft Visian:
The Connected Learning Community

To 21st Centu
Campus Noﬁm?

A Learning Revolution

Learning for a Lifctime Students and faculty have 8CCeSS to a
vast knowledge base and rich instruction. including

Higher Education's students and educators worldwide
Technology Challenges

The Microsoft Viston:
The Connected
Learning Community

Microsoft's
Comimitment

Participate in the
Conversation

Technology eliminates the restrictions of time and place, making the world’s
classroom available to students and faculty anytime, anywhere, Using a PC
and the Intcrnet, a student burning the miduight oil on an art history project at an
Alaskan commuuaity college can visit the Louvre Art Muscum in Paris. The
Internet also allows students and faculty members to participate in a global
learning conversation by sharing ideas and opinions with others from around the
world. Students using the latcret as a forum for dcbate of intellectual ideas
become active learners and participate in the development of the world's
knowledge base. Collcge and university scholars share their writing and research
and participate in the peer review of others’ work. At Columbia University in New
York City, C1AQ — Columbia International Affairs Calive — recently was
lauached. CIAO is an interactive web site offering international affairs "papers in
progress" from more than 50 rescarch ipstitutes at colleges and universitics
throughout the world, allowing international affairs scholars to receive fecdback

on their work from their peers.

“Technology is the tool that allows us to disseminate the highest quality
scholarly work, and to facilitate interactive discussion and debate on work at a
[evel that has never been possible before. Online resources offer students in
remote areas and different locales access to the same information, and enable
Libraries to provide new collections of materials. Technology provides students,
scholars, librarians - anyone - access to the latest and best information and

research available."
Kate Wittenberg, Editor-in-Chief, Columbia University Pres/Columbia Intemational Affairs Online

Technology also builds links between the 215! Century Campus and the greater
Connected Leaming Community by encouraging communications between
students from different colleges and universities and from different walks of life.
At Vanderbilt University in Nashville, Tenn., student volunteers have opened the
doors to the world of information technology for hundreds of Native American
K-12 students from Arizona, California, Tennessee, South Dakota and

Washington schools. The university group is called SNAP— Studept and Nativ.e~
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videoconferencing software. Back at school, they used computer-based
vidcoconfercnoing to teach the students and teachers how to use the [nternet’s
cducational resources, lcarning about cultural and traising issues while sharing
their technology knowledge with K-12 students.

"The Internet has allowed us to engage other peoples, cultures and nations, in
ways we never thought possible. Within our own environments, we can o
participate in an unlimited exchange of ideas, beliefs, hopes and aspirations.
Empowered by access and connectivity, students and teachers exhibit more
positive attitudes towards learning; student achievement rises; and everyone is
more excited about coming (o school in the morning. Lifelong learning is a

reality.”
Jason Dinger, Vanderbitt University Senior and Coordinator, Student and Native American
Partnerships
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